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OPINION AND ORDER

March 15, 2007

Tucson, Arizona

J ane  L. Rodder

Richard L. Sallquist, Sallquist,
Drummond & O'Connor ,  PC,  on behalf
gAvra Water Co-op, Inc., and

8

9
10 DATE OF HEARING:

11 PLACE OF HEARING:

12 ADMINISTRATIVE LAW JUDGE:

13 APPEARANCES:

14

15

16

17

Kevin O. Torrey, Staff Attorney, Legal
D i v i s i on ,  on  b eha l f  o f  t he  Ut i l i t i es
Divis ion of  t he Ar izona  C or por a t ion
Commission.

BY THE COMMISSION:

* * * * * * * * * *

FINDINGS OF FACT

18

19 Having considered the entire record herein and being fully advised in the premises,  the

20 Arizona Corporation Commission ("Commission") finds, concludes, and orders that:

21

22 On Apr il  7 ,  2006,  Avra  Water  Co-op,  Inc.  ("Avra" or  "Co-op") f iled with the

23 Commission an application for a rate increase.

24 2. On May 8, 2006, and June 16, 2006, Commission Utilities Division Staff ("Staflf")

25 notified the Co-op that its application was not sufficient under the requirements outlined in A.A.C.

26 R14-2-103.

27 3_

28

Avra tiled supplemental material on June 1, 2006, and June 27, 2006.

S :\Jane\RATES\2007\Avra O&O,doc

1 .

1



1

DOCKET no. W-02126A-06-0234
.a

1

3

5

7.

8 Dorothy Ha ins .

9 8. On J a nua ry 31, 2007, Avra  file d the  Re butta l Te s timonie s  of Chris  Wa rd a nd Thoma s

10 Boura s s a .

4. On J uly 7, 2006, S ta ff notifie d the  Co-op tha t its  a pplica tion wa s  s ufficie nt Luide r

2 Commiss ion rules , and class ified the  Co-op as  a  Class  B utility.

5. By P roce dura l Orde r da te d July 17, 2006, the  Commiss ion se t the  ma tte r for he a ring

4 on March 15, 2007, and e s tablished othe r procedura l guide lines .

6. P urs ua nt to the  re quire me nts  of the  J uly 17, 2006, P roce dura l Orde r, Avra  ma ile d

6 notice  of the  hea ring to its  cus tomers  on September 1, 2006.

On J a nua ry 3, 2007, S ta ff file d the  Dire ct Te s timonie s  of Cha rle s  Myhlhous e n a nd7

11

12

On Februa ry 28, 2007, S ta ff tiled the  Surrebutta l Tes timony of Mr. Myhlhousen.

10. On March 9, 2007, Avra  filed the  Re joinde r Tes timony of Mr. Bourassa .

11. On Ma rch 13, 2007, S ta ff file d a  re vis e d ra te  de s ign a nd othe r s che dule s  re fle cting

14 changes  tha t re sulted from Sta ff' s  revis ion of the  debt se rvice  requirement.

15 12. The  he a ring conve ne d a s  s che dule d on Ma rch 15, 2007, be fore  a  duly a uthorize d

16 Adminis tra tive  La w J udge  a t the  Commis s ion 's  Tucs on office s . Mr. Wa rd, the  Co-op 's  Ge ne ra l

17 Ma na ge r, a nd Mr. Boura ssa , its  ra te  consulta nt, te s tifie d on be ha lf of Avra . Mr. Myhlhouse n a nd Ms .

18 Ha ins  te s tifie d for S ta ff

19 13. Avra 's  P re s ide nt of the  Boa rd ma de  the  only public comme nt in this  ma tte r. He

20 spoke  in support of the  re que s te d incre a se , a nd de scribe d the  Co-op's  e fforts  to inform its  me mbe rs

21 a bout cons truction pla ns  a nd the  re que s te d ra te  incre a se . No othe r comme nts  we re  re ce ive d in

22 conne ction with the  a pplica tion.

13

23

24

14. Avra  is  a  me mbe r owne d non-profit coope ra tive  tha t provide s  wa te r utility se rvice  to

a pproxima te ly 2,529 me mbe r/cus tome rs  in a n a re a  northwe s t of Tucs on, on the  we s t s ide  of the

25 Tucson Mounta ins , adjacent to the  Saguaro Na tiona l Pa rk. The  Co-op's  se rvice  a rea  is  comprised of

26 12.48 square  miles  and consis ts  primarily of one  to five  acre  lots  with mobile  homes.

27 15. The  Co-op's  current ra tes  were  approved in Decis ion No. 64008 (September 4, 2001).

28 In De cis ion No. 64008, the  Commis s ion a lso a pprove d Avra 's  re que s t for a uthority to borrow up to

9.

2 DE CIS IO N n o . 6 9 6 8 1



DOCKET NO. W-02126A-06-0234
=.

Present
Rates Companv

Proposed Rates
Staff

MONTHLY USAGE CHARGE :

5/8" X W' Meter
w' Meter
1" Meter

1 W' Meter
2" Meter
3" Meter
4" Meter
6" Meter

$22.90
22.90
57.25

114.50
183.20
366.40
572.50

1,145 .00

$28.29
42.44
70.73

141.46
226.34
452.69
707.32

1,414.65

$28.29
42.44
70.73

141.46
226.34
452.69
707.32

1,414.65

COMMODITY RATES:
Per 1,000 gallons
All meter sizes
0 to 10,000 gallons
10,001 to 18,000 gallons
Over 18,000 gallons

$1.73
1.87
1.94

N/A
N/A
N/A

N/A
N/A
N/A

1 $1,179,443 from the  Unite d S ta te s  De pa rtme nt of Agriculture  Rura l De ve lopme nt ("Rura l

2 Deve lopment") and $1,946,750 from the  Arizona  Wate r Infras tructure  Finance  Authority ("W[FA")

3 to fund phase 1 of the Co-op's master plan.

4 16. In the  te s t yea r ended Augus t 31, 2005, Avra  had Opera ting Income  of $88,73l, on

5 revenues of $1,347,170, a 6.6 percent Operating Margin.

6 17. The Co-op is seeking a revenue increase of $317,588, or an increase of 23.57 percent

7 over test year revenues. The requested increase would produce total revenues of $1,664,758.

8 18. Staff recommends tota l revenues of $1,643,070, a  revenue increase  of $295,900, or

9 21 .9 percent over test year revenues.

10 19. Because it is  a  non-profit cooperative , both the  Co-op and Staff believe that Operating

11 Margin and cash flow are  more  re levant to the  determination of an appropria te  revenue requirement

12 than a calculated return on rate base.

13 20. Avra 's  present and proposed ra tes  and charges, and Staffs  recommended ra tes and

14 charges are  as  follows:

15

16

17

18

19

20

21

22

23

24

25

26

27

28

5/8 x % inch meter
From 1 to 8,500 gallons N/A $2.20 N/A
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1
8,501 to 16,500 ga llons
Over 16,500 ga llons
From 1 to 6,000 ga llons
From 6,001 to 12,000 ga llons
Over 12,000 ga llons

N/A
N/A
N/A
N/A
N/A

$2.35
$2.50
N/ A
N/ A
N / A

N/ A
N/ A

$1.50
2.35
3.65

2

3

4

5

6

% inch mete r
From 1 to 8,500 ga llons
8,501 to 16,500 ga llons
Over 16,500 ga llons
From 1 to 6,000 ga llons
From 6,001 to 12,000 ga llons
Over 12,000 ga llons

N/A
N/A
N/A
N/A
N/A
N/A

$2.20
$2.35
$2.50
N / A
N / A
N / A

N/ A
N/ A
N/ A

$1.50
2.35
3.65

7

8

9

10

1 1

1 inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons
l to 50,000 gallons
Over 50,000 gallons

N/ A
N/A
N/A
N/A
N/ A

2.20
2.35
2.50
N / A
N/ A

N/ A
N/ A
N/A
2.35
3.65

1 2

1 3

1 4

1 5

1 % inc h  me te r
1 to 20,000 ga llons
20,000 to 40,000 ga llons
Over 40,000 ga llons
l to 15,000 ga llons
Over 15,000 ga llons

N/A
N/A
N/A
N/A
N/A

2.20
2.35
2.50
N/ A
N/ A

N/A
N/A
N/ A
2.35
3.65

1 6

1 7

1 8

1 9

2 inc h  me te r
1 to 20,000 ga llons
20,000 to 40,000 ga llons
Over 40,000 ga llons
l to 80,000 ga llons
Over 80,000 ga llons

N/ A
N/A
N/A
N/A
N/A

2.20
2.35
2.50
N/ A
N/A

N/ A
N/A
N/A
2.35
3.65

20

21

22

23

3 inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons
l to 150,000 gallons
Over 150,000 gallons

N/A
N/A
N/A
N/A
N/ A

2.20
2.35
2.50
N / A
N / A

N/A
N/ A
N/A
2.35
3.65

24

25

26

27

4 inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons
l to 250,000 gallons
Over 250,000 gallons

N/A
N/A
N/A
N/A
N/A

2.20
2.35
2.50
N/ A
N/ A

N/A
N/A
N/A
2.35
3.65

28
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6 in c h  m e te r
1 to 20,000 ga llons
20,000 to 40,000 ga llons
Ove r 40,000 ga llons
1 to 500,000 ga llons
Ove r 500,000 ga llons

N/A
N/A
N/A
N/A
N/A

2.20
2.35
2.50
N/A
N/A

N/A
N/A
N/A
2.35
3.65

S ta ndpipe N/A 4.00 3.65

S E R VIC E  LINE  AND ME TE R
INS TALLATION CHARGE S  :
(Refundable  pLu'suant to A.A.C. R14-2-
405)

1

2

3

4

5

6

7

8

9

10 5/8" x %" Meter

11
1

12

13

14

15

16

W Me te r
1" Me te r
W' Me te r
2" Turbine  Me te r
2" Compound Me te r
3" Turbine  Me te r
3" Compound Me te r
4" Turbine  Me te r
4" Compound Me te r
6" Turbine  Me te r
6" Compound Me te r

$410.00
455.00
520.00
740.00

1,235.00
1,800.00
1,705.00
2,340.00
2,700.00
3,405.00
5,035.00
6,510.00

$410.00
455.00
520.00
740.00

1,235.00
1,800.00
1,705.00
2,340.00
2,700.00
3,405.00
5,035.00
6,510.00

$410.00
455.00
520.00
740.00

1,235.00
1,800.00
1,705.00
2,340.00
2,700.00
3,405.00
5,035.00
6,510.00

17
S E R VIC E  C HAR G E S :

18

19

20

21

$25.00
50.00
50.00
75.00

N / A
50.00

$25.00
50.00
50.00
75.00

N / A
50.00

$25.00
50.00
50.00
75.00

N / A
50.00

22
35.00 35.0035.00

23

24

25

26

(a)
6.0%

(b>
25.00
1.5%

(H)
6.0%

(b)
25.00
1.5%

(&)
6.0%

(b)
25.00
1.5%

27

Es ta blis lnne nt
Es ta blis hme nt (Afte r Hours )
Re conne ction (De linque nt)
Re conne ction (Afte r Hours )
Dis conne ction (Re que s te d)
Me te r Te s t (ca libra tion or le a k
de te ction)
Ma te r Te s t - Re move  Me te r & Te s t
(Cus tome r re que s te d)
Me te r Te s t (If Corre c t)
De pos it Re quire me nt
De pos it Inte re s t
Re e s ta blis hme nt (Within 12 Months )
NS F Che ck
De fe rre d P a yme nt pe r month
Me te r Re re a d (If Corre ct)

28
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Cost Cost Cost

(c)
N/A
N/A
N/A

(<=)
Cost

(d)
Cost

(0)
Cost

(d)
Cost

Charge  for moving me te r - cus tomer
Request
La te  Charge  pe r month
Hourly cha rge  for a fte r hour se rvice
Water Line  cross ing paved road
Charges for emergency service  not
caused by Company
Line  Extens ion Agreement
Sprinkle r Ra te
Ma s te r me te ring
Me te r Ins ta lla tion ta mpe ring (cutting
lock or angle  mete r s tops)

Cost
N / A

(D
N / A

Cost

(e)
(8)

Cost

Cost

(e)
(8)

Cost

Offs ite  Hook-up  Fe e

5/8" x %" Mete r
W Mete r
1" Meter

1 W' Meter
2" Meter
3" Meter
4" Meter
6" Meter

$1,875.00
2,250.00
3,750.00
7,500.00

12,000.00
22,500.00
37,500.00
75,000.00

$1,875.00
2,250.00
3,750.00
7,500.00

12,000.00
22,500.00
37,500.00
75,000.00

$1,875.00
2,250.00
3,750.00
7,500.00

12,000.00
22,500.00
37,500.00
75,000.00

(a)
(b)

(c)
(d)
(c)

(f)

(8)

Pe r Commiss ion rule  A.A.C. R14-2-403.B.
P e r Rule  R14-2-403.D. Monthly Minimum time s  the  numbe r of months  off the
system.
Grea ter of $5.00 or 1.5 % of unpaid ba lance .
Customer Expense  to be  done  via  contractor with no responsibility to the  Co-op
1 % of Monthly Minimum for a  comparable  Mete r Connection, but no le ss  than $7.00

pe r month.
Multiple  Dwe llings  on one  me te r. All dwe llings , be yond dire ct conne ction which
cross  prope rty lines , will be  cha rged 100% of monthly minimum, and/or a re  required
to have  the ir own mete r. If me te r se rves  more  than one  dwelling property, second
connection and each additiona l connection each pay 50 % of monthly minimum for
5/8 inch me te r. Respons ibility for payment rema ins  with mas te r me te r cus tomer.
Multiple  Dwe llings  on one  me te r. All dwe llings , be yond dire ct conne ction which
cross  prope rty lines , will be  cha rged 100 % of monthly minimum, and/or a re  required
to have  the ir own mete r. If me te r se rvices  more  than one  dwelling on property, second
and each additiona l connection each pay 50 % of monthly minimum for the  s ize  mete r.
Respons ibility for payment remains  with maste r me te r cus tomer.

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7 21 . S ince  its  la s t ra te  ca s e , Avra  ha s  be e n e nga ge d in a  s ubs ta ntia l ca pita l improve me nt

28 progra m to  improve  its  s upply a nd d is tribution  s ys te m to  comply with  the  a rs e nic  ru le s . S ix of the

Rate Base

6 DE CIS IO N n o . 69681
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1 Co-op's  e xis ting we lls  e xce e d the  re ce ntly imple me nte d ma ximum a rs e nic MCL. Unde r its  ma s te r

2 pla n, Avra  will drill two ne w we lls  to re pla ce  olde r high a rs e nic we lls . The  Co-op will a lso ins ta ll a

3 new 500,000 ga llon s torage  tank to a ss is t in mee ting the  Co-op's  peak day demands  and to ma inta in

4 pre s s ure s . In a ddition to the  ne w we lls  a nd 500,000 ga llon s tora ge  ta nk, Avra  is  a ls o ins ta lling a

5 300,000 ga llon s tora ge  ta rlk a nd 24,000 fe e t of ne w pipe line . Avra  fina nce d the  cons truction of this

6 pla nt with a  combina tion of the  WIFA a nd Rura l De ve lopme nt loa ns  a pprove d in De cis ion No. 64008

7 a s  we ll a s  with $1.36 million in gra nt monie s  from Rura l De ve lopme nt.

8 22. The  Co-op proposed a  ra te  base  tota ling $6,228,341, and seeks to include  in ra te  base

9 a  tota l of $3,819,700 of pla nt tha t wa s  pla ce d into s e rvice  pos t-te s t ye a r. (Ex A-6, Boura s s a

10  Re jo inde r) The  pos t te s t ye a r pla nt include s  the  500,000 ga llon Ruda s il Re s e rvoir ($329,479),

l l Ruda s il 12 inch ma in ($6l3,1 ll), 12 inch moM from S a nda rio to S a nde rs  ($69l,129), the  8 inch a nd

12 16 inch Orange  Grove  main ($2,066,202), and Noe l Booste r S ta tion upgrade  ($l l0,779).

13 23. S ta ff a nd the  Co-op disa gre e  whe the r pos t-te s t ye a r pla nt should be  include d in ra te

14  ba s e . Whe n Engine e ring S ta ff vis ite d the  Co-op in July, 2006, Ms . Ha ins  ve rifie d tha t the  Ruda s il

15 Rese rvoir, Rudas il Ma in and Noe l Boos te r S ta tion upgrade  were  in se rvice  and be ing used to provide

16 s e rvice  to  e xis ting cus tome rs . At the  he a ring, the  Co-op s ubmitte d e ngine e rs ' ce rtifica te s  of

17 comple tion for the  rema inde r of the  pos t te s t yea r plant,l which indica ted this  plant too was  in use  and

18 serving current cus tomers .2 Avra  a rgued tha t including the  post te s t year plant in ra te  base  would not

19 dis tort the  te s t ye a r be ca use  this  pla nt is  re ve nue  ne utra l a nd se rving e xis ting cus tome rs  ra the r tha n

20 growth, a nd is  ne e de d to provide  for the  he a lth a nd sa fe ty of its  me mbe rs . The  Co-op a rgue d tha t it

21 ne e ds  the  pos t te s t ye a r pla nt to be  re cognize d so tha t it ca n be gin colle cting re ve nue  sufficie nt to

22 cover the  Deprecia tion Expense  and debt se rvice  costs  associa ted with tha t plant in its  new ra tes .

23 24. Staff removed the  post year plant from ra te  base , and made corresponding adjustments

24 to Accumula te d De pre cia tion. S ta ff a rgued tha t including pos t te s t yea r plant dis torts  the  concept of

25 the  his toric te s t yea r. S ta ff a lso s ta ted tha t it was  not able  to ve rify the  cos t of the  pos t te s t yea r plant

26

27

28

1 The 12 inch main from Sandario to Sanders an the Orange Grove Main.
2 On April 4, 2007, Avra submitted the Pima County Department of Environmental Quality Approvals of Construction for
these facilities.
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1

2

3

4

Because  re turn on ra te  base  is  not as  important to de te rmining an appropria te  revenue

7 re quire me nt for Avra  a s  is  ca s h flow a nd Ope ra ting Ma rgin, the  controve rs y ove r the  inclus ion of

8 pos t-te s t ye a r a s s e ts  in ra te  ba s e  is  s ome wha t a ca de mic. A de te rmina tion of the  is s ue  a ffe cts  the

9 a mount of De pre cia tion Expe nse  tha t mus t be  supporte d by ra te s . S ta ff a rgue d tha t it would not be

10 appropria te  to include  the  pos t yea r plant in ra te  base , even though it was  used and use ful a t the  time

11 of the  he a ring, be ca use  S ta ff could not ve rify the  cos t of tha t pla nt, a nd be lie ve d tha t a pproving a

12 va lue  for tha t pla nt in this  Orde r would pre s e rve  the  va lue  cla ime d by the  Compa ny a s  the  s ta rting

13 pla nt va lue  in future  ra te  ca se s . While  we  do not be lie ve  tha t this  proble m is  insurmounta ble , a nd

14 could be  addressed by ve rifying pas t plant va lues  in a  future  ra te  case , we  be lieve  the  be tte r course  of

15 action is  to avoid concis ion and poss ible  va lua tion e rrors , and not include  the  pos t te s t yea r plant in

from the  documenta tion provided by the  Co-op. Consequently, S ta ff recommends  an Origina l Cos t

Ra te  Base  ("OCRB") tota ling $2,417,645.

25. Avra  a s se rts  tha t if the  Commiss ion doe s  not include  the  pos t te s t ye a r pla nt in ra te

ba se , the  Co-op would re quire  a  highe r Ope ra ting Ma rgin in orde r to provide  sufficie nt ca sh flow to

5 mee t debt se rvice  obliga tions  and provide  a  cushion for unexpected expenses .

26.6

1 6

1 7

this  proce e ding. We  note  howe ve r tha t the  pos t te s t ye a r pla nt is  in  us e  a nd s e rving e xis ting

cus tome rs  a nd tha t the  Co-op will be  re quire d to de pre cia te  tha t pla nt a nd will be  incurring de bt

18 service  costs  associa ted with the  plant.

19 27. We adopt Sta ff" s  recommended OCRB of $2,417,645 for Avra .

20 28. The Co-op did not propose  a  Reconstruction Cost New less  Deprecia tion Rate  Base , as

21 is  a llowed by A.A.C. R14-2-103. The re fore , the  Co-op's  Fa ir Va lue  Ra te  Base  ("FVRB") is  the  same

22 a s  its  ociu3, or $2,417,645.

23 Operating Margin

24 29. Avra  s e e ks  tota l re ve nue  of $1,664,758, a nd a fte r including De pre cia tion Expe ns e

25 associa ted with the  pos t te s t yea r plant, its  adjus ted Opera ting Expenses  tota ls  $1,348,454, yie lding

26 Ope ra ting Income  of $318,304, a  19 pe rce nt Ope ra ting Ma rgin. The  Co-op re ports  Inte re s t Income

27 of $6,674 a nd Inte re s t Expe nse  a ssocia te d with its  WIFA a nd Rura l De ve lopme nt loa ns  of $213,74l,

28 resulting an a  Ne t Profit of $109,237.

8 DECIS ION NO. 6 9 6 8 1
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1 30. Staff recommends Total Revenues of $1,643,070 and adjusted Operating Expenses

2 totaling $l,259,669, yielding Operating Income of $383,401, an Operating Margin of 23.3 percent.

31. The only expense items that Staff and the Co-op do not agree on are Depreciation

Expense and Property Tax Expense, and the differences in these items are traced to the decision

5 whether to include post test year plant in rate base.

3

4

32. Avra  a sse rts  tha t in the  event the  Commiss ion does  not a llow pos t te s t yea r plant and

7 the  re la te d De pre cia tion Expe nse , it would re quire  Ope ra ting Income  of $405,089, or a n Ope ra ting

8 Ma rgin of 24.3 pe rce nt, to me e t its  ca sh flow ne e ds . Avra  be lie ve s  tha t the  a va ila ble  ca sh flow from

6

Avra  note s  tha t a s  a9 ope ra tions  unde r S ta ffs  propos e d re ve nue  re quire me nt is  ina de qua te .

10 coope ra tive , the re  a re  no sha reholde rs  to contribute  equity to cove r an unanticipa ted repa ir. The  Co-

11 op a lso s ta tes  tha t it is  se lf-insured and is  required to mainta in a  bank balance  of a t least $290,000.

33. Avra 's  loa n re pa yme nts  comme nce  in 2007 a nd re sult in a  de bt se rvice  re quire me nt

13 (including its  loa n re se rve  re quire me nt) of $383,332 a nnua lly. In a ddition, comme ncing in J a nua ry

14 of 2008, the  Co-op will be  re quire d to  ma ke  a nnua l pa yme nt of $115,000 for five  ye a rs  for the

15 a cquis ition of its  Ce ntra l Arizona  P roje ct ("CAP ") a lloca tion. Furthe r, the  Co-op e s tima te s  tha t it

will be  re quire d to re pa y a pproxima te ly $40,000 a s s ocia te d with re iiunds  on Adva nce s  in Aid of

Cons truction.

1 2

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

34. By the  time  of the  hea ring, the  diffe rence  in the  recommended revenue  requirements

a dva nce d by S ta ff a nd the  Co-op ha d na rrowe d s ignifica ntly to a  diffe re nce  of only $21,688. The

e ffect of the  diffe rence  on ra tepayers  is  minima l. We  be lieve  tha t the  Co-op has  demonstra ted tha t it

is  a  well-managed entity with a  pro-active  philosophy of working to ensure  a  sa fe  and adequa te  wate r

supply for its  members . The  Co-op is  in the  mids t of a  ma jor capita l improvement project, and faces

some  unce rta inty about a rsenic leve ls  in its  new supply source . We  find tha t the  Co-op's  reques ted

revenue  increase  of $317,588, re sulting in tota l revenue  of $l,664,758, is  rea sonable  and should be

approved. The  approved revenue  increase  yie lds  Opera ting Income of $405,089 and a  16.75 precept

re turn on FVRB .

27

28
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1 Rate Design

35. S ta ff a nd Avra  a ls o dis a gre e  on the  a ppropria te  ra te  de s ign to imple me nt the  ra te

4

2

3 increase .

36.

6 37.

7

8

10

11

12

13

14

15

16

Avra  curre ntly ha s  a  thre e  tie r inve rte d block ra te  s tructure . The  bre a k points  for the

5 tie rs  a re  currently the  same for a ll mete r s izes .

Avra  proposes  a  ra te  s tructure  tha t would re ta in three  tie rs  for a ll me te r s izes , however

it propose s  ne w tie r bre a k-ove r points  tha t incre a se  with me te r s ize . For the  5/8 inch me te r the  firs t

tie r currently encompasses  usage  up to 10,000 ga llons . The  Co-op proposes  to lower the  top of this

9 tie r to 8,500 ga llons .

38. Sta ff proposes  a  three  tie r des ign for the  5/8 inch and % inch mete rs , but only two tie rs

for the  la rge r me te rs . S ta ffs  des ign va rie s  and a lso increases  the  tie r break-ove r points  a s  the  me te r

s ize  incre a s e s . S ta ffs  firs t tie r for the  5/8 inch me te r would include  us a ge  up to 6,000 ga llons , a

reduction from the  exis ting firs t tie r tha t includes  10,000 ga llons  of use .

39. Avra  a rgues tha t S ta ff's  proposed design places  a  grea te r share  of the  ra te  increase  on

the  2 inch mete r cus tomers  than is  jus tified or prudent. The  Co-op expressed concerns  tha t the  2 inch

me te r cus tome r, a  comme rcia l nurs e ry, could drill its  own we ll or move  ope ra tions .3 The  one

17 comme rcia l cus tome r a ccounts  for two pe rce nt of the  Co-op's  a nnua l re ve nue s , or be twe e n $30,000

18 to $35,000 a  ye a r. Avra  s ta te s  tha t it would ne e d be twe e n 60 a nd 80 ne w re s ide ntia l cus tome rs  to

19 ma ke  up for the  los s  of this  one  comme rcia l cus tome r. Avra  be lie ve s  tha t with its  1 pe rce nt growth

20 ra te  ove r the  la s t 3 ye a rs , counting on growth to re cove r from the  pote ntia l los s  of this  cus tome r

21 would be  unlike ly. The  Co-op a lso a rgues  tha t S ta ff's  re commended ra te s  tha t lower the  commodity

22 cha rge  for the  firs t tie r of the  re s ide ntia l me te rs  be low the  curre nt firs t tie r cha rge  s e nds  the  wrong

23 pricing s igna l. In a ddition, Avra  note s  tha t its  s e rvice  a re a  is  re la tive ly rura l, with la rge  lot s ize s  a nd

24 ma ny cus tome r/me mbe rs  with live s tock, with the  re s ult tha t the re  ma y not be  a s  much room for

25 cus tomers  to reduce  consumption in re sponse  to price  s igna ls  a s  might exis t in a  more  urban se tting.

26

27

28
3 Under Staffs proposed rates the average 5/8 inch customer bill would increase 16 percent, while the average 1 % inch
meter bill would increase 54 percent, and the average 2 inch meter bill would increase 59 percent. (Ex A-7)
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1

2

3

Thus , Avra  a dvoca te s  gra dua lis m in ra te  de s ign to a llow the  Co-op to s e e  how cons umption is

affected by the  new ra tes  before  making la rger changes in the  tie r s tructure .

40. Avra 's  average  5/8 inch mete r customer uses  9,825 ga llons  per month, and its  median

5/8 inch customer uses 6,500 gallons per month.

41. The  ra tes  recommended by Sta ff would increase  the  average  5/8 inch bill by 336. lb, or

6 15.4 pe rce nt, from $39.90 to $46.28; a nd incre a se  the  me dia n 5/8 inch me te r bill by $4.32, or 12.6

4

5

7 pe rce nt, from $34.15 to $38.47.

8 42. Avra 's  recommended ra tes  would increase  the  average  5/8 inch bill by $10.01, or 25. 1

9 pe rcent, from $39.90 to $49.91, and increase  the  median 5/8 inch me te r bill by $8.44, or 24.7 pe rcent,

10 from $34.15 to $42.59.

43. We  find  tha t the Co-op's propos e d ra te s  a re  de s igne d to yie ld the  re ve nue  le ve l

12 approved here in, and equitably spread the  increase  among the  va rious  ra te  classes . The  inverted tie r

13 design encourages conservation and adheres to the  ra te  design principal of gradualism.

14

11

Compliance Issues

44. The  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") ha s  de te rmine d tha t the

16 Avra  sys tem has  no de ficiencie s  and is  currently de live ring wa te r than mee ts  wa te r qua lity s tanda rds

17 re quire d by the  Arizona  Adminis tra tive  Code , Title  18, cha pte r 4.

18 45. The  U.S . Environme n ta l P ro te c tion  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic

19 ma ximum conta mina nt le ve l ("MCL") in drinking wa te r from 50 pa rts  pe r billion ("ppb") to 10 ppb.

20 Of the  Co-op's  e xis ting we lls , only We ll No. 4 me e ts  the  ne w s ta nda rds . The  Co-op ha s  drille d two

21 ne w we lls , but the y we re  not in se rvice  a t the  time  of the  he a ring. The  Co-op doe s  not ye t know if it

22 will ha ve  to cons truct a n a rs e nic tre a tme nt pla nt. If it doe s  ha ve  to cons truct a  tre a tme nt pla nt, it

23 e s tima te s  a  cos t of $1.2 million. S ta ff be lie ve s  tha t the  Co-op's  e s tima te d cos t is  re a s ona ble , but

24 ca utions  it is  not re comme nding a ny pa rticula r tre a tme nt of this  pla nt in a  future  ra te  ca s e . Avra

25 sta tes  tha t if an arsenic trea tment plant is  necessary, it would seek to recover the  costs  of such plant in

26 the  form of a  surcha rge .

15

27

28
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1 46. Avra  is  loca te d in the  Tucs on Active  Ma na ge me nt Are a  ("AMA") a nd is  s ubje ct to

2  AMA re porting  a nd cons e rva tion  re quire me nts . The  Arizona  De pa e nt of Wa te r Re s ource s

3 ("ADWR") reports  tha t the  Co-op is  in compliance  with its  wa te r use  and monitoring requirements .

4 47. There  a re  no outs tanding Commission compliance  issues.

5 48. In De cis ion No. 64008, the  Commis s ion a pprove d a n Off-S ite  Hook-up Fe e  Ta riff

6 Revenues  from this  ta riff a re  to be  used for the  purchase  and ins ta lla tion of new production, s torage ,

7 pre s s ure  a nd fire  flow improve me nts . As  a pprove d, howe ve r, the  ta riff did not include  a  re porting

8  re qu ire me n t.  Thus , S ta ff re comme nds  tha t the  Co-op tile  a n a nnua l Off-S ite  Hook-up Fe e  S ta tus

9 Re port. Such s ta tus  re port would be  file d a s  a  complia nce  ite m in this  docke t, e a ch Ja nua ry 31s t for

10 the  prior 12 month pe riod, be ginning Ja nua ry 31, 2008, a nd continuing the re a fte r until the  Hook-up

l l Fee  Ta riff is  no longe r in e ffect. Each s ta tus  report sha ll conta in a  lis t of a ll cus tomers  tha t have  pa id

12 the  hook-up fee , the  amount each has  pa id, the  amount of money spent from the  account, and a  lis t of

13 a ll fa cilitie s  tha t ha ve  be e n ins ta lle d with the  ta riff funds  during the  12 month pe riod. S ta ff furthe r

14 re comme nds  tha t the  Compa ny's  e xis ting Off-S ite  Fa cilitie s  Hook-up Fe e  Ta riff be  a me nde d to

15 include  the status re porting re quire me nt. S ta ff re comme nds an amended ta riff b e  file d  a s  a

16 complia nce  ite m in this  docke t within 45 da ys  of the  e ffe ctive  da te  of this  Orde r.

49. Because  an a llowance  for the  Property Tax Expense  of Avra  is  included in the  Co-op's

18 ra te s  and will be  collected from its  cus tomers , the  Commiss ion seeks  a ssurances  from the  Co-op tha t

19 a ny ta xe s  colle cte d from ra te pa ye rs  ha ve  be e n re mitte d to the  a ppropria te  ta xing a uthority. It ha s

20 come  to the  Commiss ion's  a ttention tha t a  number of wa te r companie s  have  been unwilling or unable

17

21

22

23

24

to fulfill their obligation to pay the taxes that were collected from ratepayers, some for as many as

twenty years. It is reasonable, therefore, that as a preventative measure Avra annually file, as part of

its annual report, an affidavit with the Utilities Division attesting that the Co-op is current in paying

its property taxes in Arizona.

25 CONCLUS IONS  OF LAW

26 1. Avra is a public service corporat ion pursuant  to Art icle XV of the Arizona

27 Constitution and A.R.S. §§40-250 and 40-251.

The Commission has jurisdiction over Avra and the subj et matter of the application.28 2.

12 DECISION NO. 69681
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1 3. Notice  of the  proceeding was  provided in conformance  with law.

2 4. The rates and charges approved herein are reasonable.

3 5. S ta ffs  re comme nda tions  s e t forth in Findings  of Fa ct No. 48 a re  re a s ona ble  a nd

4 should be  a dopte d.

5

6 IT IS  THEREFORE ORDERED tha t the  ra te s  a nd cha rge s  se t forth be low a re  a pprove d a nd

7 Avra  Wa te r Co-op, Inc. sha ll file  on or be fore  June  29, 2007, a  ta riff tha t complie s  with the  ra te s  a nd

8 cha rge s  a pprove d he re in:

ORDER

MO NTHLY US AG E C HAR G E :

5/8" x %" Me te r
w' Me te r
1" Me te r

1 %" Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$28.29
42.44
70.73

141.46
226.34
452.69
707.32

1,414.65

C O MMO DITY R ATE S :

5/8 x % inch meter
From 1 to 8,500 ga llons
8,501 to 16,500 gallons
Over 16,500 ga llons

$2.20
$2.35
$2.50

% inch meter
From 1 to 8,500 gallons
8,501 to 16,500 gallons
Over 16,500 gallons

$2.20
$2.35
$2.50

1 inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

1 % inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

1 3 DE CIS IO N n o .
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2 inc h  me te r
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

3 inc h  me te r
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

4 inc h  me te r
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

6 inch meter
1 to 20,000 gallons
20,000 to 40,000 gallons
Over 40,000 gallons

2.20
2.35
2.50

Standpipe 4.00

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

S E R VIC E  LINE  AND ME TE R
INS TALLATION CHARGE S  :
(Refundable  pursuant to A.A.C. R14-2-
405)

17

18

19

5/8" X W' Me te r
W' Me te r
1" Me te r

1 W' Me te r

20

21

22

23

2" Turbine  Me te r
2" Compound Me te r
3" Turbine  Me te r
3" Compound Me te r
4" Turbine  Me te r
4" Compound Me te r
6" Turbine  Me te r
6" Compound Me te r

$410.00
455.00
520.00
740.00

1,235.00
1,800.00
1,705.00
2,340.00
2,700.00
3,405.00
5,035.00
6,510.00

24

25 S ERVICE CHARGES :

26

27

Establishment
Es ta blishme nt (Afte r Hours )
Reconnection (De linquent)
Re conne ction (Afte r Hours )

$25.00
50.00
50.00
75.00

28
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w

N/A
50.00

35.00

(a)
6.0%

(b)
25.00
1.5%

Cost

(c)
Cost

(d)
Cost

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

Disconnection (Requested)
Me te r Tes t (ca libra tion or le ak
de tection)
Mate r Tes t .- Remove  Mete r & Tes t
(Customer requested)
Me te r Te s t (If Corre ct)
Deposit Requirement
Deposit Inte res t
Rees tablishment (Within 12 Months)
NSF Check
Deferred Payment per month
Me te r Re re a d (If Corre ct)
Charge  for moving meter .- customer
Request
Late  Charge  per month
Hourly cha rge  for a fte r hour se rvice
Water Line  crossing paved road
Charges for emergency service  not
caused by Company
Line  Extens ion Agreement
Sprinkle r Ra te
Mas te r me te ring
Me te r Ins ta lla tion ta mpe ring (cutting
lock or angle  mete r s tops)

Cost

(G)
(D

Cost

Offs ite  Ho o k-u p  Fe e
Me te r s ize

16 5/8" X

17

18 1

19

20

w' Me te r
%" Me te r
1 "Me te r
W' Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$1,875.00
2,250.00
3,750.00
7,500.00

12,000.00
22,500.00
37,500.00
75,000.00

2 1

22 (a)
(b)

23

24
(c)
(d)
(e)25

26 (f>

27

P e r Com m is s ion rule  A.A.C. R14-2-403.B.
P e r Rule  R14-2-403.D. Monthly Minim um  tim e s  the  num be r of m onths  off the
sys te m.
Gre a te r of $5.00 or 1.5 % of unpa id ba la nce .
Cus tome r Expe ns e  to be  done  via  contra ctor with no re s pons ibility to the  Co-op
l % of Monthly Minim um  for a  com pa ra ble  Me te r Conne ction, but no le s s  tha n $7.00

pe r m onth.
Multip le  Dwe lling on one  m e te r.  All dwe llings ,  be yond dire c t conne c tion which c ros s
prope rty line s , will be  cha rge d 100 % of monthly minimum, a nd/or a re  re quire d to
ha ve  the ir own me te r. If me te r s e rvice s  more  tha n one  dwe lling on prope rty, s e cond

28
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1
a nd e a ch a dditiona l conne ction e a ch pa y 50 % of monthly minimum for the  s ize  me te r.
Re s pons ibility for pa yme nt re ma ins  with ma s te r me te r cus tome r.

IT IS  FURTHER ORDERED tha t the  ra te s  a nd cha rge s  a pprove d he re in s ha ll be  e ffe ctive  for

4 a ll s e rvice  provide d on a nd a fte r J uly 1, 2007.

5 IT IS  F UR THE R  O R DE R E D th a t with in  1 5  d a ys  o f th e  e ffe c tiv e  d a te  o f th is  O rd e r,  Av ra

6 Wa te r Co-op, Inc. s ha ll notify its  cus tome rs  of the  ra te s  a nd the  e ffe ctive  da te s  a pprove d he re in, in a

7 font a nd m a nne r a cce pta ble  to  the  Com m is s ion 's  Utilitie s  Divis ion S ta ff

g IT IS  F URTHER O RDERED tha t Avra  Wa te r Co-op ,  Inc .  s ha ll file  a s  a  com plia nce  ite m  in

9 th is  docke t,  a n  a nnua l Hook-up Fe e  Ta riff S ta tus  Re port a s  d is cus s e d  he re in ,  a nd  s ha ll a m e nd its

10 ta riff in  com plia nce  with  S ta ffs  re com m e nde d la ngua ge  with in  45 da ys  of the  e ffe c tive  da te  of th is

1 I Orde r.

12 . . .

2

3

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28
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IN WITNES S  WHEREOF, I, B R IAN C. McNEIL, Exe cutive
Dire c to r o f th e  Ariz o n a  C o rp o ra tio n  C o m m is s io n ,  h a ve
he re un to  s e t my ha nd  a nd  ca us e d  the  o ffic ia l s e a l o f the
Commiss ion to be  a ffixe d a t the  Ca pitol, in the  City of Phoe nix,
this 9 9 " - da y 0f< 44 ML/ , 2007.
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AVRA WATER CO-OP , INC.

W-02126A-06-0234

1 SERVICE LIST FOR:

2 DOCKET NO.:

3

4

5

6

Mr. Richa rd S a llquis t
S a llquis t, Drummond & O'Connor, P C
4500 South Lakeshore  Drive , Suite  339
Tempe , Arizona  85282
Attorne ys  for Applica nt

7

8

9

Chris tophe r Ke m ple y, Chie f Couns e l
Le ga l Div is ion
Arizona  Corpora tion Com m is s ion
1200 W. Wa s hington S tre e t
P hoe nix, Arizona  85007

10

11

12

Erne s t J ohns on, Dire ctor
Utilitie s  Div is ion
Arizona  Corpora tion Com m is s ion
1200 W. Wa s hington S tre e t
P hoe nix, Arizona  85007

13

14

15

16

17

18

19

20
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